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May 4, 2004

Secretary
Surface Transportation Board
Washington DC 20423

Dear Secretary:

I have enclosed an original and one copy of the document described below, to be recorded pursuant to Section
11301 of Title 49 of the U.S. Code.

This document is a security agreement, a primary document dated Monday May 10, 2004.
The names and addresses of the parties to the document are as follows:

Lender: Wilber National Bank, 245 Main Street, Oneonta, NY 13820
Borrower: Catskill Mountain Railroad Company, Inc., PO Box 46, Shokan, NY 12481
A description of the equipment covered by the document follows:

Porter Diesel Engine (H.K. Porter Locomotive) Serial #7346
Two Lackawanna Passenger Cars (Coach 4321 & Coach 5322) Serial #4321 & #4322

A fee of $30.00 is enclosed. Please return the original and any extra copies not needed by the Board for
recordation to Wilber National Bank, Loan Operations Department, 245 Main Street, Oneonta, NY 13820.

Very Truly Yours,

4744@

Douglas C. Gulotty
Executive Vice President
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245 Main S . NSPORTATION 80
T S - AGREEMENT SO

LT PORROWE! SR ST OWNE
Catskill Mountain Railroad Catskill Mountain
Company, Inc. Company, Inc.

"Railroad

Shokan,
‘TELEPHONE i

(845) 657-8233
1. SECURITY INTEREST. For good and valuable consideration, Owner grants to Lender identified above a continuing security interest in
the Collateral described below to secure the Obligations described in this Agreement.

2. OBLIGATIONS. The collateral shall secure the payment and performance of all of Borrower's and Owner's present and future, joint
and/or several, direct and indirect, absolute and contingent, express and implied indebtedness to Lender under any promissory note or
agreement described below, including all future advances made by Lender to Borrower or Owner and expenditures incurred by Lender upon
the occurrence of an Event of Default (collectively “Obligations”):

a. this Agreement and/or the
] T AR

b. ] all other presently existing or future, evidences of indebtedness, obligations, agreements, instruments, guaranties or
otherwise of Borrower or Owner to Lender (whether incurred for the same or ditferent purposes than the foregoing); and
c. all renewals, extensions, amendments, modifications, replacements or substitutions to any of the foregoing.

3. COLLATERAL. All of Owner's right, title and interest in the following described property, as defined by the Uniform Commercial Code
presently or as hereafter amended or replaced, whether now or hereafter existing or now owned or hereafter acquired by Owner and
wherever located shall constitute the “Collateral*:

All accounts including, but not limited to, any accounts described on Schedule A attached hereto and incorporated herein by this
reference;

All chattel paper including, but not limited to, any chattel paper described on Schedule A attached hereto and incorporated herein
by this reference;

All deposit accounts including, but not limited to, any deposit accounts described on Schedule A attached hereto and
incorporated herein by this reference;

All documents including, but not limited to, any documents described on Schedule A attached hereto and incorporated herein by
this reference;

All equipment, including, but not limited to, any equipment described on Schedule A attached hereto and incorporated herein by
this reference;

All fixtures, including, but not limited to, any fixtures described on Schedule A and located or to be located on the real property
described on Schedule B attached hereto and incorporated herein by this reference;

All general intangibles including, but not limited to, any general intangibles described on Schedule A attached hereto and
incorporated herein by this reference;

/NI instruments including, but not limited to, any instruments described on Schedule A attached hereto and incorporated herein by
this reference;

Ali inventory including, but not limited to, any inventory described on Schedule A attached hereto and incorporated herein by this
reference;

All investment property including, but not limited to, any investment property described on Schedule A attached hereto and
incorporated herein by this reference;

Al letter-of-credit rights including, but not limited to, any letter-of-credit rights described on Schedule A attached hereto and
incorporated herein by this reference;

OO0 o0 oo oooooot

All as-extracted collateral including, but not limited to, ali minerals or the like and accounts resulting from sales at the wellhead or

mifnehead located on or related to the real property described on Schedule B attached hereto and incorporated herein by this
reference;

All standing timber which is to be cut and removed under a conveyance or contract for sale located on the real property described
on Schedule B attached hereto and incorporated herein by this reference;

I

Other: H.K. Porter Diesel Locomotive (Engine) Serial Number 7346
2 Lakawanna Passenger Cars Sexial Numbers (Coaches) 4321 and 4322

All monies, instruments, and savings, checking, share or other accounts of Owner (excluding IRA, Keogh, trust accounts, and other accounts
subject to tax penalties if so assigned) that are now or in the future in Lender’s custody or control;
ﬁ“ monies or instruments peng:;nng to the Collateral described above;

accessions, accessories, additions, amendments, attachments, modifications, replacements and substitutions to any of the above;
All proceeds and products of any of the above; and P Y ?
All supporting obligations of the above.
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4. OWNER'S TWAXPAYER IDENTIFICATION. Owner’s social security number or faderal taxpayer identification number is:
14-1643362 N ) s :

5. OWNER'S LOCATION. D Owner is an incividual and maintains his or her principal residence in the state of:

4§ E Owngr, is, & Cozporation duly i i
: — ER q y' incorporated, registered, formed or
organized, validly existing afd in goot ’stﬁ’ndmg?ander the laws of the state of. New York _ — ° . |_|Owneris a

- —— - —- -— and maintains its principal place of business o, if it has more than one place of business, its chief
executive office i ¥k Stath: of s
B RN

Bt
6. REPRESENTATIONS, WARRANTIES, AND COVENANTS. Qwner represents, warrants and covenants to Lender that:

%ag Ownei is and shall remain the sole owner of trie Coliateral;

b) Neither Owner, rior, to the best of Owner's knowledge, has any othar party used, generated, released, discharged, stored, or

disposed of any hazardous waste, toxic substance, or related materiaf{c;o!!emivey "Hazardous Materials") or tranéponed hny

Hazardous Materials across the property excspt 2 allowed by and in acaordance with applicable federal, state and local law and
regulation. Owner shall not commit or permit such actions to be taken in the future. The term "Harardous Materials” shall mean
any substance, material, or waste which is or hecomes regutated by any governmental authority including, but not limited to, (i)
petroleurn; (ii) asbestos; (iii) polychlorinated biphenyis; (iv) those substances, matenals or wastes designated as a "hazardéus
substance” pursuant to Section 311 of the Clean Water Act or listed pursuant to Section 307 of the Clean Water Act or any
amendments or replacements to these statuies; (v) those suiostarices, materials or wastes defined as a "hazardous waste® pursuant
to Section 1004 of the Resource Canservation and Recovery Act or any amentments of rsplzcenients to that statute; or {vi) those
substances, materials or wastes defined as a "hazardous subsiance” pursuart to Secton 107 of the Compreherisive Environmental
Response, Compensation and Liability Act, or any amendments or replacemaris o that statute. Owner is in compiiance in all
respects with all applicable federal, state and local'laws and regulations, including, without limitation, those relating to *Hazardous
Materials', as defined herein, and other environmental matters ?the "Environmental Laws") and neither the federal government nor
any other governmental or quasi governmental entity has filed a lien on the Collateral, nor are there any pending or threatened
80verr3mental, judicial or administrative actions with respect to environmental matters, which involve the Collateral;

(c) Owner's location (10wnler s place of organization, principal place of business, cr if more than one place of business, chief executive
office, or principal residence) is in the state indicated in paragraph 5. Owner shall not change its state of location without first
notifying Lender in writing.

(d) The Collateral is iocated and has been located during the four (4) month period prior to the date hereof, at Owner's address
described above or any address described on Schedule C attached hereto and incorporated herein by this reference. Owner shall
|mmed|ate|« advise Lender in writing of any change in or addition to the foregoing addresses;

() Owner shall not become a party to any restructuring of its form of business or participate in any consolidation, merger, liquidation or
dissolution without Lender's prior written consent;

(f) Owner's exact legai name is as set forth on th first page of this Agresment. Owner shall not charige such name or use any trade
name without Lender’s prior written consent and shall notify Lendar of the nature of any intendsd c?\ange of Owner's name, or the
use of any trade naime, and the propose effective date of such charge;

(g) The Collateral is and shall at all times remain free of all ta % 12n3, security interests, encumbrances and claims of any kind
except for those belonging-to Lender and thnse dsscribed on Scheduls T ched herste and incorporated herein by this

reference. Without waiving the Event of Dafault as a resuit of, Owner shall take any action and exscute any document needed
to discharge any liens, security interssts, encumbrances and claims not described on S¢hedule Dy

h) Owner shait defend the Coliaieral agairst all Slaims and demands of all per: ai any fime claiming any interest therein;

i} Owner wili cooperate with Lender i1 obtaining and ining control with respect to all deposit accounts, investment property,

Istter-cf-cradit rights and elactronic chattel paper constituting the Coliateral;

(i) Owner shall provide Lender with gossession, as appropriate, of 2i! chatte!l paper, documents, instruments and investmert property
constituting the Coilateral, and Owner shall promptly mark ail chattel paper, instruments, documents and investment property
constituting the Collateral to show that the same are subject to Lender’s security interest;

(k) All of Owner's accounts; chattel paper; deposit accounts; documents; general intangibles; instruments; investment property;
letter-of-credit rights; and federal, state, county, and municioal %overnment and other permits and licenses; trusts, liens, contracts,
ieases, and agreements constituting the Collateral are and shall be valid, genuine and legally enforceable obligations and rights
belonging to Owner against one or more third parties and not subject to an¥ claim, defense, set-off or counterclaim of any kind;

(1) Owner shall not amend, modify, replace, or substitute any account; chattel paper; deposit account, document; general intangible:
instrument; investment property; or letter-of-credit right constituting the Gollateral without the prior written consent of Lender. Owner
shall not create any chattel paper constituting the Collateral without placing a legend on the chattel paper acceptable to Lender
indicating that Lender has a security interest in the chattel paper;

{m)No person shall file an amendment that is a termination statement for a financing statement concerning any of the Collateral without
the prior written consent of Lender, except to the extent permitted by the Uniform Comniercial Code presently or as hereafter
amended or replaced;

(n) Owner has the right and is duly authorized to enter into and perform its obligations under this Agreement. Owner’s execution and
performance of these obligations dc not and shiai not conflict with the provisions of any statute, regulation, ordinance, rule of law,
contract or other agreement which may inow or hereafter be binding on Owner; ) .

(0) o action or proceeding is pending against Owner which might result in any material or adverse change in its business operations
or financial condition or materially affeci the Collateral; . . .

(p) Owner has not violated and shall not violate any applicadle federal, stats, county or municipal statute, regulation or ordinance
(including but not limited te thosa governing Hazardous Materials) which may materially and adversely affect its business
operations or financial condition or the Celiateral; oo

(a) Owner shall, upon Lender's request, deposit all proceeds of the Ceilateral into an account or accounts maintained by Cwner or
Lender at Lender’s institution;

() Owner will, upon receipt, deliver to Lender as additiona’ Collateral all securities disiributed or account of the Collataral such as
stock dividends and securities resulting from stock splits, reorganizations and recapitalizations;

{s) Owner agrees to the terms of the Obligations and to the terms of any renewals, extensions, amendments, modifications,

replacements or substitutions of the Okligaticns; Lendser may enter irto agre:zmer'ts in the fut h Borrower which, if this

Agreement so provides, will become Obligations secured by the Cellateral described in this Agreement; property other than the

Collateral may also secure the Obligations, that Lender shall have no obligation to exercise its rights against such property prior to

exercising its rights against the Collatere!, that Lender may arcept substitutions or exchanges for any such property, and that

Lender may releass its security interest in such property at any time; parties other than Borrower may be 'or may become obligated

under the Obligations; and . .

This Agreement and the obligations described in this Agreement are executed and incurred for business and not consumer

purposes.

7. SALE OF COLLATERAL. Owner shaii not assign, convey, iease, sell, license, exchange or transfer an{) of the Collateral to any third party
without the prior written consent of Lender except for sales of inventory to buyers in the ordinary course of business.

8. FINANCING STATEMENTS AND OTHER DOCUMENTS. Owner shall at any time and from time to time take all actions and exscute all
documents required by Lender to attach, perfect and maintain Lender's security interest in the Collateral and establish and maintain Lender's
right to receive the payment of the proceeds of the Collateral includiing, but not limited to, executing any financing statements, fixture filings,
continuation statements, notices of security interest and other documents required by the Uniform”Commercial Code, presently or as
hereafter amended or replaced, and other applicable law. Owner shall pay the costs of filing suct documents in all offices wherever filing
recording is deemed by Eender to be necessary or desirabie. Lender shall be entitled to perfect its security interest ir the Coliatsral by flling
carbon, photographic or other reproductions of this Agreemenit and,/or the aforementioned documents with ary authority required by the
Uniform Commercial Code, presently or as hereafter amended or replaced, or other applicable law. Owrer authorizes Lender to execute and
file any financing statements, as well as extensions, renewals and amendments of financing statements in such form as Lender may require to
perfect and maintain perfection of any security interest granted in this Agresmant.

9. INQUIRIES AND NOTIFICATION TO THIRD PARTIES. Owner hereby authorizes Lender to contact any third party and rnake any inquity
ertaining to Owner's financial condition or the Collateral. In addition, Lender is authorized tc provide oral or written notice of its security
Interest in the Gollateral to any third party. : .

10. LOCK BOX, COLLATERAL ACCOUNT. If Lender so requests at any time (whether or not Owrer is in default of this Agreement), Owner
will direct each of its account debtors to make payments due under the relevant account or chatiel paper dirsctly to a special lock box to be
under the control of Lender. Owner hereby authorizes and directs Lender to deposit into a special collateral account to be established and
maintained with Lender all checks, drafts and cash payments received in the jock box. Ali deposits in the coliateral account shall constitute
proceeds of Collateral and shall not constitute payment of any Obiigaticn. At its opiion, iender ray, &t any iime, aoply finaliy collected funds
on deposit in the collateral account to the payment of the Obligations in such order uf application as Lender may determine, or permit Owner
to withdraw all or any part of the balance on deposit in the collateral account. If & collateral account is so establisned, Owner agrees that
Owner will promptly deliver to Lender, for deposit into the collateral account, ail payinents on accounis and chattel paper received by Owner.
All such payments shall be delivered to Lender in the form received (except for Owner's endorsement if necessary). Until so deposited, all

ayments on accounts and chattel paper received by Owner shall be held in trust by Owner for and as the property of Lender and shall not
Ee commingled with any funds or property of Owner.

~—

@
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11. COLLECTION OF INDEBTEDNESS FROM THIRD PARTIES. Lender shall be entitied to notify, and upon the rsqkt),lest of Lender, Owner
shall notify any account debtor or other third party 1includin , but not limited to, insurance companies) to pay any indebtedness or obligation
owing to Owner and constituting the Collateral (collectively ‘Indebtedness®) to Lender whether or not a default exists under this Agreement.
Owner shall diligently collect the Indebtedness owing to Owner from its account debtors and other third parties until the giving of such
notification. In the event that Owner possesses or receives possession of any instruments or other remittances with respect to the
Indebtedness following the giving of such notification or if the instruments or other remittances constitute the prepayment of any
Indebtedness or the payment of any insurance proceeds, Owner shall hold such instruments and other remittances in trust for Lender apart
from its other property, endorse the instruments and other remittances to Lender, and immediately provide Lender with possession of the
instruments and other remittances. Lender shall be entitled, but not required, to coliect.(by legal proceedings or atherwise), extend the time
for payment, compromise, exchange or release any obligor or coliateral, or otherwise settle any of the Indebtedness whether or not an event
of default exists under this Agreement. Lender shall not be liable to Owner for-any action, error, mistake, omission or delay pertaining to the
actions described in this paragraph or any damages resulting tharefrom. . . P

12. POWER OF ATTORNEY. Owner hereby appoints Lender as its attorney-in-fact to endorse Owner's name on all instruments and other
remittances payable to Owner with respect to the Indebtedness, including any itéms received by Lender in any lockbox account, or other
documents pertaining to Lender’s actions in connection with' the Indebtedness. -In addition, Lender shall be entitled, but not required, to
perform any action or execute any document required to be taken or executed by Owner under this Agreement. Lender's performance of
such action or execution of such documents shall not relieve Owner from any obligation or cure any default under this Agreement. The
powers of attorney described in this paragraph are coupled with an interest and are’itrevocable.

13. USE AND MAINTENANCE OF COLLATERAL. Owner shall use the Collateral solely in the ordinary course of its business, for the usual
purposes intended by the manufacturer éif applicable), with due care, and in compliance with the laws, ordinances, regulations, requirements
ancF rules of all federal, state, county and municipal authorities including environmental laws and regulations and insurance policies. Owner
shall not make any alterations, additions or improvements to the Collateral without the prior written consent of Lender. Owner shall ensure
that Collateral which is not now a fixture does not become a fixture. Without limiting the foregoing, all alterations, additions and
improvermnents made to the Collateral shall be subject to the security interest belonPin to Lender, shall not be removed without the prior
written consent of Lender, and shall be made at Owner's sole expense. Owner shall take all actions and make any repairs or replacements
needed to maintain the Coilateral in good condition and working order.

14. LOSS OR DAMAGE. Owner shali bear the entire risk of any loss, theft, destruction or damage (collectively "Loss or Damage®) to all or
any part of the Collateral. In the event of any Loss or Damage, Owner will either restore the Collateral to its previous condition, replace the
Collateral with similar property acceptable to Lender in its sole discretion, or pay or cause to be paid to Lender the decrease in the fair market
value of the affected Collateral. Lender has no duty to collect any income accruing on the Collateral or to preserve any rights relating to the
Collateral.

15. INSURANCE. The Collateral will be kept insured for its full value against all hazards including loss or damage caused by fire, collision,
theft or other casualty. If the Collateral consists of a motor vehicle, Owner:will obtain comprehensive and collision coverage in amounts at
least equal to the actual cash value of the vehicle with deductibles not to-exceed § n/a . Insurance coverage obtained by
Owner shall be from a licensed insurer subject to Lender’s approval... Owner shall assign to Lender all rights to receive JJroceeds of insurance
not exceeding the amount owed under the Obligations described above, and direct the insurer to pay all proceeds directly to Lender. The
insurance policies shall require the insurance.company to provide Lender with-at Ieast'_n? a  days’ written notice before such policies are
altered or cancelled in any manner. The insurance policies shall name Lender as a loss payee and provide that no act or omission of Owner
or any other person shall affect the right of Lender to be paid the insurance proceeds pertaining to the loss .or damage of the Collateral. In
the event Owner fails to acquire or maintain insurance, Lender (after providing notice as may be required by law) may in its discretion procure
appropriate insurance coverage upcn the Collateral and charge the insurance cost as an advance of principal under the romissory note.
Owner shall furnish Lender with evidence of insurance indicating the required coverage. Lender may act as attorney-in-fact for Owner in
making and settling claims under insurance policies, cancelling any policy or endorsing Owner's name ‘on any draft or negotiable instrument
drawn by any insurer. :

16. INDEMNIFICATION. Lender shall not assume or be responsible for the performance of any of Owner's obligations with respect to the
Collateral under any circumstances. Owner shall immediateiy provide Lender with written notice of and hereby indemnifies and holds Lender
and its shareholders, directors, officers, employees and agents harmless from all claims, damages, liabilities (including attorneys’ fees and
legal expenses), causes of action, actions, suits and other legal proceedings (collectively "Claims®) pertaining to its business operations or
the Collateral including, but not limited to, those arising from Lender's performance of Owner's obligations with respect to the Collateral or
claims involving Hazardous Materials. Owner, upon the request of Lender, shall hire legal counsel to defend Lender from such Claims, and
pay the attorneys’ fees, legal expenses and other costs to the extent permitted by applicable law, incurred in connection therewith. In the
alternative, Lender shall be entitled to employ its own legai counsel to defend such Claims at Owner's cost.

17. TAXES AND ASSESSMENTS. Owner shall execute and file all tax returns and pay all taxes, licenses, fees and assessments relating to
its business cperations and the Collateral (including, but not limited to, income taxes, pefsonal property taxes, withholding taxés; sales taxes,
use taxes, excise taxes and workers' compensation premiums) in a timely manner.

18. INSPECTION OF COLLATERAL AND BOOKS AND RECORDS. Owner shall allow Lender or its agents to examine, inspect and make
abstracts and copies of the Collateral and Owner's books and records pertaining to Owner’s business operations and financial condition or
the Collateral during normal business hours. Owner shail provide any assistance required by Lender for these purposes. All of the

signatures and information pertaining to the Collateral or contained in the books and records shall be genuine, true, accurate and complete
in all respects. Owner shall note the existence of Lender's security interest in its books and records pertaining to the Collateral.

19. EVENTS OF DEFAULT. An Event of Default will occur under this Agreement in the event that Owner, Borrower or any guarantor:
a) fails to make any payment under this Agreement or any other indebtedness to Lender when due; .
b) fails to perform any obligation or breaches any warranty or covenant to Lender contained-in this Agreement or any other present
or future written agreement regarding this or any other indebtedness to Lender; o
c) provides or causes any false or misleading signature or representation to' be provided to Lender;
sells, conveys, or transfers rights in any Collateral without the written approval of Lender; destroys, loses or damages such
Collaterat in any material respect; or sub]jects such Collateral to seizure, confiscation, or condemnation;
Ee seeks to revoke, terminate or otherwise limit its liability under any continuin guaran%;
f) hasa garmshmam,cjudgment, tax levy, attachment or lien enteréd or served against Owner, Borrower, or any guarantor, or any of
their property including the Collateral; ' i
(g) dies, becomes legally incompetent, is dissolved or terminated, ceases tc operate its business, becomes insolvent, makes an
assignment for the benefit of creditors, fails to pay any debts as they become due, or becomes the subject of any bankruptcy,
insolvency or debtor rehabilitation proceeding;
h) allows the Collateral to be used by anyone to transport or store goods, the possession, transportation, or use of which, is illegal;
i) fails to provide Lender evidence of satisfactory financial condition;
i) has a majority of its outstanding voting securities sold, transferred or conveyed to any person or entity other than any person or
entity that has the majority ownership as of the date of the execution of this Agreement; or
(k) causes Lender to deem itself insecure due to a significant decline in the value of any of the Collateral.

20. RIGHTS OF LENDER ON EVENT OF DEFAULT. Upon the occurrerice of an Event of Default under this Agreement, Lender shall be

entitled to exercise one or more of the following remedies without noticg or demand (except as required by law):

(a) to declare the Obligations immediately due and payable in full, such acceleration shall be automatic and immediate if the Event
of Default is a filing under the Bankruptcy Code;

ibg to collect the outstanding Obligations with or without resorting to judicial process;

c} to change Owner's mailing address, open Owner's mail, and retain any instruments or other remittances constituting the

Collateral contained therein;

sdg to take possession of any Collateral in any manner permitted by law;

o) to apply for and obtain, without notice and upon ex parte application, the appointment of a receiver for the Collateral without
reg.}ard ‘o Owner's financial condition or solvency, the adequacy of the Collateral to secure the payment or performance of the
obligations, or the existence of any waste to the Collateral;

f) to require Owner to deliver and make available to Lencler any Collateral &t a place reasonably converient to Owner and Lender;
to sell, lease or otherwise dispose of any Collateral and collect any deficiency balance with or without resorting to legal process;
to set-off Owner’s obligations against any amounts due to Owner including, but not limited to, monies, instruments, and deposit
accounts maintained with Lender; and

(i) to exercise all other rights available to Lender under any other written agreement or applicable law.

Lender's rights are cumulative and may be exercised together, separately, and in any order. Unless the Collateral is perishable, threatens to
decline speedily in value or is of a type customarily sold on a recognized market, Lender will provide reasonable notification of the time and
Elace of any sale or intended disposition as required under the Uniform Commercial Code, presently or as hereafter amended or replaced.

ender has no chligation to clean up or otherwise prepare the Coliateral for sale. Lender may comply with any applicable state or federal law
requirements in connection with a disposition of the Collateral and compliance will not be considered adverse@ to affect the commercial
reasonableness of any sale of the Collateral, If the Collateral consists of securities, Lender shall be entitled to transfer the securities into the
name of Lender or its designee and to vote the securities. Lender shall be authorized to notify the issuer of the securities to remit any related
dividends, interest and securities resulting from stock splits, reorganizations and capitalizations directly to Lender or its designee. In the
event that Lender institutes an action to recover any Collateral or seeks recovery of any Collateral by way of a prejudgment remedy in an
action against Owner, Owner waives the posting of any bond which might otherwise be required. Upon default, Owner shall segregate all
proceeds of Collateral and hold such proceeds in trust for Lender. Lender’s remedies under this paragraph are in addition to those available
at common law, such as offset.
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21. APPLICATION OF PAYMENTS. Whether or not a default has occurred under this Agreement, all payments made by or on behalf of
Owner and all credits due to Owner from the disposition of the Collateral or otherwise may be applied against the amounts paid by Lender
(including attorneys’ fees and legal expenses) in connection with the exercise of its rights or remedies described in this Agreement and any
interest thereon and then to the payment of the remaining Obligations in whatever order Lender chooses.

22. ADVANCES TO PERFORM COVENANTS. Owner shall reimburse Lender for all amounts (including attorneys’ fees and legal expenses)
expended by Lender in the performance of any action required to be taken by Owner or the exercise of any right or remedy belonging to
Lender under this Agreement, together with interest thereon at the lower of the highest rate described in ‘any promissory note or credit
agreement executed by Borrower or Owner or the highest rate allowed by law from the date of payment until the date of reimbursement.
These sums shall be included in the definition of Obligations, shall be secured by the Collateral identified in this Agreement and shall be

payable upon demand. Lender has no duty to take any action to protect the value of the Collateral or to exercise any rights of the Owner with
respect to the Collateral.

23. ASSIGNMENT. Owner shall not be entitied to assign any of its rights, remedies or obligations described in this Agreement without the
prior written consent of Lender. Consent may be withheld by Lender in its sole discretion. Lender shall be entitled to assign some or all of its
rights and remedies described in this Agreement without notice to or the prior consent of Owner in any manner.

24. MODIFICATION AND WAIVER. The modification or waiver of any of Owner's Obligations or Lender’s rights under this Agreement must

be contained in a writing signed by Lender. Lender may perform any of Owner's Obligations or delay or fail to exercise any of its rights

without causing a waiver of those Obligations or rights.” A waiver on one occasion shall not constitute a waiver on any other occasion.

Owner’s Obligations under this Agreement shall not be affected if Lender amends, compromises, exchanges, fails to exercise, impairs or

releases any of the obligations belonging to any Owner or third party or any of its rights against any Owner, third party, Collateral or any other

grbolpsrty securing the Obligations. Owner waives any right it may have to require Lender to pursue any third person for any of the
igations.

25. SUCCESSORS AND ASSIGNS. This Agreement shall be binding upon and inure to the benefit of Owner and Lender and their
respective successors, assigns, trustees, receivers, administrators, personal representatives, legatees, and devisees.

26. NOTICES. Any notice or other communication to be provided under this Agreement shall be in writing and sent to the parties at the
addresses described in this Agreement or such other address as the parties may designate in writing from time to time.

27. SEVERABILITY. If any provision of this Agreement violates the law or is unenforceable, the rest of the Agreement shall remain valid.

28. APPLICABLE LAW. This Agreement shall be governed bg the laws of the state of New York , except to
the extent that the Uniform Commercial Code, presently or as hereafter amended or replaced, provides for the application of the law of the
state of Owner's location, as indicated in lparagraph 5. Unless applicable law provides otherwise, Owner consents to the jurisdiction and
venue of any court located in such state selected by Lender in the event of any legal proceeding under this Agreement.

29. COLLECTION COSTS. To the extent permitted by law, Owner agress to ﬁay Lender's reasonable fees and costs of attorneys and other
agents (including without limitation paralegals, clerks and consultants), whether or not such attorney or agent is an employee of Lender,
which are incurred by Lender in collecting any amount due or enforcing any right or remedy under this Agreement, whether or not suit is
brought, and including, but not limited to, all fees and costs incurred on appeal, in bankruptey, and for post-judgment collection actions.

30. MISCELLANEOUS. This Agreement is executed for commercial purposes. Owner shall supply information regarding Owner's business
operations and financial condition or the Collateral in the form and manner as requested by Lender from time to time. All information
furnished by Owner to Lender shall be true, accurate and complete in all respects. Owner and Lender agree that time is of the essence.
Owner waives presentment, demand for payment, notice of dishonor and protest except as required by law. All references to Owner in this
Agreement shall include all parties signing below except Lender. This Agreement shall be binding upon the heirs, successors and assigns of
Owner and Lender. if there is more than one Owner, their obligations under this Agreement shall be joint and several. This Agreement shall
remain in full force and effect until Lender provides Owner with written notice of termination. This Agreement represents the complete and
integrated understanding between Owner and Lender regarding the terms hereof.

31. WAIVER OF PERSONAL SERVICE OF ANY PROCESS. Service may be made by certified or registered mail at the address set forth
herein. Owner shall appear on or answer within thirty (30) days of receipt of service. If Owner fails to appear, Owner shall be deemed in
default and judgment may be entered.

32. WAIVER OF JURY TRIAL. LENDER AND OWNER HEREBY WAIVE ANY RIGHT TO A TRIAL BY JURY IN ANY CIVIL ACTION
ARISING OUT OF, OR BASED UPON, THIS SECURITY AGREEMENT.

33. ADDITIONAL TERMS:

OWNER ACKNOWLEDGES THAT OWNER HAS READ, UNDERSTANDS, AND AGREES TO THE TERMS AND CONDITIONS OF THIS
AGREEMENT. OWNER ACKNOWLEDGES RECEIPT OF AN EXACT COPY OF THIS AGREEMENT.

Dated: May 10, 2004 LENDER: Wilber National Bank

By:
Roy S. Todd
Branch Manager

OWNER: Catskill Mou Railrosd | OWNER:
%@ oY 1y M/\.’\
By: iz M

Earl_Pardini 4

President
OWNER: OWNER:
OWNER: OWNER:
OWNER: OWNER:
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Record Owner Name:

| SCHEDULEC

'SCHEDULED
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